Abstract
We take a closer look at the life and legacy of Micheal Milken. We discuss why Michael Milken, also know as the Junk Bond King, was not just any other King or run-of-the-mill Junk Dealer, but "The Junk Dealer". We find parallels between the three parts to any magic act and what Micheal Milken did, showing that his accomplishments were nothing short of a miracle. His compensation at that time captures to a certain extent the magnitude of the changes he brought about, the eco-system he created for businesses to flourish, the impact he had on the wider economy and also on the future growth and development of American Industry. We emphasize two of his contributions to the financial industry that have grown in importance over the years. One was the impetus given to the Private Equity industry and the use of LBOs. The second was the realization that thorough research was the key to success, financial and otherwise. Perhaps an unintended consequence of the growth in junk bonds and tailored financing was the growth of Silicon valley and technology powerhouses in the California bay area. Investors witnessed that there was a possibility for significant returns and that financial success could be had due to the risk mitigation that Milken demonstrated by investing in portfolios of so called high risk and low profile companies. We point out the current trend in many regions of the world, which is the birth of financial and technology firms and we suggest that finding innovative ways of financing could be the key to the sustained growth of these eco-systems.
The Price of Junk
The life and legacy of Micheal Milken, his meteoric rise and subsequent fall from fame, can be summarized by the words, "Someone's Garbage is Someone Else's Treasure". His compensation (salary and bonus) from 1983 to 1984 jumped from $43 million to $123 million reaching a peak of $500 million USD in 1987 (Bruck 1989 ; Sobel 2000;
End-note 2). During this time, the Junk Bond Market grew from almost non-existent to more than $125 billion USD (Figure 1 time captures to a certain extent the magnitude of the changes he brought about, the eco-system he created for businesses to flourish, the impact he had on the wider economy and also on the future growth and development of American Industry. We emphasize two of his contributions to the financial industry that have grown in importance over the years. One was the impetus given to the Private Equity industry and the use of LBOs (leveraged buyouts: Kaplan & Stromberg 2009 ; End-notes 3, 4) . The second was the realization that thorough research was the key to success, financial and otherwise. Perhaps an unintended consequence of the uptick in junk bonds and tailored financing was the growth of silicon valley and technology powerhouses in the California bay area. Investors witnessed that there was a possibility for significant returns and that financial success could be had due to the risk mitigation that Milken demonstrated by investing in portfolios of so called high risk and low profile companies. We point out the current trend in many regions of the world, which is the birth of financial and technology firms, and we suggest that finding innovative ways of financing could be the key to the sustained growth of these eco systems.
A big influence on how Michael Milken approached investing and in particular how he assessed the risk of managing portfolios of junk bonds can be attributed to the book, Corporate Bond Quality and Investor Experience (Hickman 1958) . Looking at his roots, tell us that he probably had honorable intentions to begin with and lost his way along the journey. We discuss whether he had crossed a certain point of no return, where he had to do whatever he had to, so as to sustain his creation. Some of the topics we discuss are: The Price of Junk (section 2);
Milken was Milk'em LBOs (Leveraged Buyouts) (section 3); Rescuing Fallen Angels (section 3. 
To Yield or Not To Yield
Bonds are an attractive way to raise capital since there is no need to give out firm ownership. The key terminology about bonds which most of us know, or are sort of familiar with, such as principal, coupon and maturity of a bond are explained in (Ross, Westerfield & Jaffe 2013). The following equation (eq 1) summarizes the relation between bond prices and discount rates, which are closely related to interest rates and can also factor in the risk of defaults on a loan taken by a firm. Clearly we see that there is an inverse relationship between interest rates and bond prices.
Bond Price or Bond Value = C r 1 − 1
Here, C is the coupon amount; F is the face value; T is the time to maturity; r is the discount rate for the cash flows that accrue to the investor in the bond. It is the return the bond holder would obtain by holding the bond till maturity with all payments made as scheduled and reinvested at the same rate. It can be viewed as the required return on the bond and is also known as the yield to maturity.
Another central aspect of the working of bond markets was the role played by the credit rating agencies: Fitch, Moody's and S&P. These rating agencies evaluated companies on their financial health and assigned them lettergrade credit ratings of between C and AAA. Firms that were rated low (companies in the B range and below were deemed as having credit risk, that is an inability to meet the payments on their loans; Kashyap 2019 provides a discussion of the role perceptions play when we create rankings) by these agencies had significant difficulties raising capital and bonds issued by these companies were known as junk bonds. (White 2010) is a recent exploration of how the financial regulatory structure propelled these three credit rating agencies to the center of the U.S. bond markets and thereby virtually guaranteed that when these rating agencies did make mistakes, those mistakes would have serious consequences for the financial sector. 
High School Spirits of A Dynamic Duo
Michael Milken was born in Los Angeles, California on the 4th of July 1946, the American Independence Day.
He was voted "most spirited" and "friendliest" class member in the class of 1964, at which time he was also crowned prom king. Being too short to join the basketball team, he joined the cheerleading squad, creating controversy at times, for example, by leading vigorous cheers when his team was ahead 42 to nothing. This should make us reminiscence a bit about basketball, which was created by guys, who were 5' 7", tall and is being played by guys, who are 7' 5" tall, with the same basket height. We can infer from this that he was personable, well liked and had a competitive nature.
The rest of what people said may or may not be entirely correct, depending on when they said it, before or after, Milken's rise and fall from fame. "He was extremely bright, with a prodigious memory and a very competitive spirit. While less athletic than his brother, he exhibited a leadership charisma very early in life. Some called him a boy wonder" (Bruck 1989 ; Sobel 2000; End-note 2). Lori Ann Hackel, his high school sweetheart, who later became his wife, was school princess (End-note 13) and voted "most likely to succeed" (End-note 14). 
A Sweet

Rescuing Fallen Angels
Milken became the primary player in the secondary junk bond market. He then moved to primary market offerings. The higher risk of default on low grade bonds was compensated by the higher interest that they paid angels": bonds that had been listed as investment grade but had been downgraded. Milken took an interest in these companies that had fallen on hard times. In his eyes, these companies had strong assets to back their balance sheets and could generate strong earnings. The importance of his team's approach to understanding the value of companies with extensive research needs to be emphasized here. 
No Easy Credit: A Blessing to Some
In 1977, only a handful of non-investment grade companies issued bonds. Paradoxically, the most innovative companies, those with the highest returns on capital and fastest rates of growth, had the least access to capital.
Only 6% of roughly 11,000 corporations were investment grade. Suffice it to say that banks were not giving any easy credit to corporations in the wild 1970s. This is ironic since Milken's team gave him full credit, "Someone like Mike comes along once every five hundred years" (Bruck 1989 ; End-note 16). Let us now try to identify these three parts in whatever Milken did. If we are able to convince ourselves that these three acts do exist, then Milken becomes a Magician. to Milken that customers needed products that were not available at that time. The solution was staring them in the face, they had to create those products. Pledge also means a promise and Milken was a man of his word, "In my entire career on Wall Street I have never backed out of a transaction once I have agreed to stand up to it, no matter how onerous it might be", (Bruck 1989 ; End-note 2).
The Tipping Point
The Pledge of Michael Milken
The Turn of Michael Milken
Milken helped connect entrepreneurs, growing businesses and companies in new and unproven industries with In all these figures, it is easily seen that there is increased activity during the years when junk bonds and Micheal Milken were at their peak.
The Rise and Fall
Milken cherished his privacy and kept a low profile. His deals were complex and secretive. He was an outsider in the clubby wall street community. At this peak, he was committing more money than KKR, a leading PE firm (Fischel 1995 ; End-notes 2, 22). Using the Elbow is a foul in Soccer, but in an LBO many people get the Elbow (they are laid off from their jobs). Since self financing is tough, debt financing made up between 60% to 90% of the transactions used to acquire majority ownership in public companies. This led to growing negative sentiment against the junk bond industry by the American public. Some of these dynamics are portrayed in the classic movie Wall Street, where Gordon Gekko played by Michael Douglas is an iconic corporate raider (End-note 23). This surge in growing negative sentiment was despite another corner with changing attitudes which held the belief in agency theory and the responsibility of business: Managers should run the business to benefit stock holders (Ross 1973; Eisenhardt 1989 ).
Milken the Felon (or Not?)
With a lot of negative press and attention, the industry attracted the attention of regulators. In the late 1980s federal authorities investigated the business practices of one of Milken's clients, the prominent financier and arbitrager Ivan Boesky (End-note 24). Boesky was well-known and respected in the business world, though he was nicknamed "Ivan the Terrible" for being a ruthless investor (End-note 25). Though as the story unfolds, we will see that Ivan just turned out to be a terrible insider. We all flout the connections we have in high places. But we need to realize that people in high places are nobody's friends; though everyone calls them friends. This aspect of lack of cooperation among rational individuals is studied in game theory under the heading prisoner's dilemma (Osborne & Rubinstein 1994 ; End-note 26).
In Drexel paid a $650 million fine and pleaded guilty to six felonies. Milken did not settle initially and was indicted on 100 criminal charges. Finally he settled down with a $600 million fine and six charges (described by some as technical violations, or, honest mistakes with an immaterial impact, with economic around cost of $318,082).
The following questions about Milken bubble to the surface as we try to come to terms with what he did and how much of those were actually crimes: 3. He traded for the firm and many times when he traded for his own account, was it only when the firm did not back him on certain deals? 4. He awarded interests in his investment partnerships to portfolio managers in return for investing in his funds.
Is this a question of simple incentives or was it much more?
Client Loyalty, A Capital Crime (?)
Judge Kimba M. Wood's remark when sentencing Milken to ten years in prison was: Milken profited from his crimes, "not necessarily by lining your pockets directly and immediately, but by increasing your clients loyalty to you, hence, increasing, your edge over competitors and increasing the likelihood that clients would pay for your services in the future" (End-note 28).
Unless the remark above was taken out of context, "increasing client loyalty . . . " seems like the fundamental objective of any business. Or perhaps, Judge Kimba Wood is referring to Utopian business entities, where there is no competition but only co-operation (or to be more realistic and less utopian, maybe just a combination of competition and co-operation, termed co-opetition: Brandenburger & Nalebuff 1996) . Perhaps such firms did exist before, and we just need to find or establish them again.
What would you do? What is your verdict?
We need to remember this before passing our judgment: There are no good or bad people; just seemingly tough situations and mediocre role models. We conclude with the following observations in Milken's Defense:
1. Big companies were not competitive, so they were forced to trim (Budros 1999; Moen 1999; Gandolfi 2014 7. Figures 6, 7 were prepared using data from (Saxenian 2001) . The fastest growing companies chart ( Figure 6) is based on the 100 fastest-growing electronics firms in the United States of America.
8. Figures 8, 9 were prepared using data from (Phillips 2001 ).
9. Figures 10, 11, 12, 13 were prepared using data from (Klepper 2010 ).
10. Figure 14 was prepared using data from (Hulsink, Manuel & Bouwman 2007 ).
"
Financing is an art form. One of the challenges is how to correctly finance a company. In certain periods of time, more covenants need to be put into deals. You have to be sure the company has the right covenant -to allow it the freedom to grow, but also to insure the integrity of the credit. For one, who is not a school princess. Also, we need to keep in mind that people are known to say nice things to a lady whose husband is earning 500 million dollars a year.
14.
While there is still a lot of ambiguity, voted most likely to succeed is a recorded fact and does indicate that the person was likely to be ambitious and capable.
15. The following is a list of Songs about California: Songs About California 16. Again, we need to be mindful that many would say nice things to someone who is instrumental in ensuring that they earn very high compensations. Following are some sources that summarize the main events around this time: (Day 1993 
